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FINANCIAL SOURCES  

OF THE REGIONAL INNOVATIVE ACTIVITY  

IN THE FRAMEWORK OF SMART SPECIALIZATION 

 

Supporting innovative activity in the implementation of the smart 

specialization strategy is one of the most important steps in the further 

process of its effective implementation. A definition of ways to 

financially support this strategy is considered to be an essential 

instrument for the development of modern innovation policy in 

Ukraine and the world altogether. The country’s innovative activity is 

specifically linked to regional development. The necessary financial 

support of newly established organizations is possible to be obtained 

on the regional level. It is worth pointing out that innovations are a 

major aspect of building an effective regional innovation policy. 

Smart specialization strategy is designed to ensure the development 

and implementation of this policy. Establishment of innovations is 

impossible without the primary occurrence of innovative enterprises. 

Innovative enterprises producing innovative products (goods) should 

constitute the drivers of economic development in the region.  

The attraction of financial resources for the above-mentioned 

enterprises is one of the main tasks of its formation. Nevertheless, it 

should be noted that not all traditional types of financing apply to such 

enterprises. Funding largely depends on the development stage of the 

innovative product: R&D of the product; product concept creation; 

product development; market separation and product testing on it; 

initial production; product delivery; costs of marketing operations 

concerning the product, etc. [1, p. 2]. 
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It is possible to distinguish certain stages of financing regarding the 

use of financial resources by the enterprise, taking into account such 

stages of product development (Table 1). 

 

Table 1 

Stages of use of financial resources by the enterprise 

№ 

п/п 
Title of the stage Characteristics of the stage 

1. 
The primary stage  

(seed stage) 

- funding of the initial stage of the study; 

- commercialization of the idea; 

- formation of a business concept; 

- determination of technical and market 

potential. 

2. Start-up stage 

- development of a product prototype; 

- initial market research and its activities; 

- formation of a business organization. 

3. Early-growth stage 

- formation of small commercialization; 

- foundation for the ability of a business to 

further development; 

4. The expansion stage 
- business growth and formation of its 

influence on the market. 

Source: [1, p. 2; 2, p. 9] 

 

There are high risks of unprofitability and lack of funds at the 

beginning of its establishment (in the initial stages of founding 

innovative enterprises). That is why such enterprises should attract 

funds that do not require guaranteed payments [1, p. 1]. The financial 

resources that are regarded as efficient at the primary stage  

of the development of an innovative enterprise include the own  

funds of the founders, the funds of family, friends and other related 

investors [3, p. 1]. 

In addition to the aforementioned sources of funding, innovative 

enterprises can raise funds through [1]: 

1. Grants for feasibility studies provided by public authorities. 

They are considered to be an effective source of funding for 

innovation entities at an early stage. 

2. Cooperation with state research institutions to attract 

appropriate funding for innovation development. 
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3. Business support services – attracting financial backing 

through understanding the needs of business and awareness of 

business plans of individual investors and information and consulting 

support for enterprise innovation. 

4. Microloans (small loans of less than 25,000 euros to support 

business activities) which are provided mainly by specialized 

microfinance institutions (loan funds, non-governmental organizations 

(NGOs), cooperative banks, financial cooperatives and credit unions), 

that also have methods of assessing the borrower’s solvency [1, p. 18]. 

5. Business angels – make investments in the share capital of 

enterprises with high entrepreneurial potential (from 25 thousand 

euros to 250 thousand euros, as well as from 1 million euros to  

2 million euros) [1, p. 21]. They can provide information support 

services, help with establishing a network of contacts in business 

circles, as well as share their own experience [5]. 

6. Corporate venture capital – according to the investment of 

non-financial corporations in private business [4, p. 72]. 

Such donors often encourage business development by providing 

expertise and building the necessary network of connections to reduce 

investment risk. 

There are several ways to attract aforesaid business to finance in 

the field of innovative enterprises: tax benefits for investment in 

private innovative enterprises; public-private partnership; formation of 

administrative structures to create new ideas [1, p. 26]. 

The domestic innovation market demonstrates insufficient growth 

rates. Therefore, the state requires to facilitate the intensification of 

innovation during the formation and implementation of innovation 

policy. The contemporary innovation system requires reforms and 

innovations in the areas of organizational structure, management and 

activity along with fostering of R&D. The revitalization of innovation 

activity should contribute to the successful exposure to world markets. 

Solving the problem of financing an innovative R&D should enhance 

the rapid economic development of the country. 
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